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EXECUTIVE SUMMARY

The Arizona Corporation Commission ("Arizona Commission") is the state body empowered

to regulate telecommunications r ublic service corporations by the Arizona Constitution, Article 15.

In that capacity, the Arizona Commission submits its Initial Comments in response to the Notice of

Proposed Rulemaking ("NPRrv''') issued by the Federal Communications Commission ("FCC" or

"Commission") in the above ca},tioned proceeding on April 19, 1996.

The Arizona Commissicn's Initial Comments consist of three parts. First, an Introduction

describes the general position am interests of the Arizona Commission in providing comments. The

Introduction explains the Arizola Commission's rationale in selecting the limited number of issues

which time and resource limitations dictated be addressed. The Introduction further provides a

preview ofthe Arizona Commis~ion's overriding concern in offering these Comments. Specifically,

the Arizona Commission is p' imarily concerned with what we believe to be an excessive and

unwarranted preemptive approach exhibited in the NPRM. In describing the structure of the two

remaining sections ofthe Initial=:omments, the Introduction emphasizes the Arizona Commission's
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view that the purpose of the Teecommunications Act of 1996 ("the Act" or "1996 Act") is the

development ofa competitive regtlatory structure for the United States telecommunications industry.

The Introduction also points out, lOwever, that the 1996 Act is explicitly structured to preserve the

actions already taken by State Commissions to foster competitive local telecommunications markets.

The second section oftt,e Arizona Commission's Initial Comments consists primarily of a

description of the efforts under taken in Arizona over the past several years, designed to foster

competition in the local telecom'nunications industry. It is the actions described by this portion of

the Arizona Commission's Comments which are subject to preservation pursuant to §251(d)(3) of

the 1996 Act. The Arizona Commission has enacted four separate sets of rules and regulations which

are subject to preservation und,~r the 1996 Act. The Arizona Commission adopted general rules

relating to telecommunications ;ompetition during 1995, rules relating to intraLATA equal access

in 1995, intrastate universal servi,:e fund rules in 1996, and will shortly complete the adoption process

for rules relating to interconne~tionand unbundling. The Arizona Commission's Comments are

intended to emphasize the proaet Ive approach taken in this state to issues of local telecommunications

competition and to inform the Commission of the significant steps taken, which we believe to be

subject to preservation under tile 1996 Act.

The final portion of I he Arizona Commission's Initial Comments, other than a brief

Conclusion, consists ofa some", hat more detailed explication of our view on issues ofFederal versus

State jurisdiction. In this secti<· n of the Comments, we describe what we believe to be the inherent

conflicts in the approach to jUf sdiction taken by the NPRM. The Arizona Commission recognizes

that the history of regulation of the telecommunications industry has been shared between the
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Commission and the State Commissions since the enactment of the Communications Act of 1934.

This final section ofthe Initial Corunents explains the Arizona Commission's view that the 1996 Act

preserves the general structure that has been in place. The preservation ofthat general structure is

supported both in the affirmative provisions enacted in 1996, as well as by the portions of the 1934

Act that are unaffected by the 996 Act. In conjunction with the cited case law, the inescapable

conclusion is that shared juri~diction, preserving the pro-competitive actions of the Arizona

Commission, is the necessary OJ tcome of the NPRM.

The brief conclusion tc the Initial Comments of the Arizona Commission asks that the

Commission recognize the jurisdi:;tional framework within which both it and the State Commissions

must continue to operate. Time and resource considerations prevented a detailed response to each

of the paragraphs requesting I. omment. Similarly, detailed responses to each of the numerous

tentative conclusions reached i 1 the NPRM were beyond the scope of the Arizona Commission's

Initial Comments. It is clear, hI lwever, that the state of the law and the regulatory actions taken in

Arizona dictate substantial revi lion to the NPRM prior to final enactment.

1. INTRODUCTION

The Arizona Corporati<o Commission ("Arizona Commission") welcomes this opportunity

to provide comments in respor se to the Notice ofProposed Rulemaking ("NPRM") issued by the

Federal Communications Commission ("Commission") on April 19, 1996 in this Docket. This

introductory section of the uizona Commission's Comments is only intended to set forth a

description of the Arizona COfilmission' s interests and position in providing these Comments. The

Introduction will conclude wit 1 a description of the structure of the body of Comments.
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The NPRM was issued by the Commission on April 19, 1996. It is directly in response to the

requirements of Section 251(d)ll) of the Telecommunications Act of 1996 ("the Act" or "1996

Act"), which provides:

"(l) In general. -Within 6 months after the date of enactment of the
Telecommunicatit illS Act of 1996, the Commission shall complete all
actions necessa,y to establish regulations to implement the
requirements of t his section."

The resultant NPRM is some 99 pages in length, consisting of296 paragraphs. It was issued on April

19, 1996 and requires opening comments responsive to the major issues no later than May 16, 1996.

The Arizona Commissiol would have preferred having the opportunity to respond in detail

to all of the issues raised by the '~PRM. However, a number of constraints exist which render such

a response impossible. The sh Jrt comment period, resource limitations and the sheer number of

issues raised all present obstacle, which tend to inhibit the Arizona Commission's ability to provide

a comprehensive set ofcomment; In addition, perhaps the most significant constraint is the structure

of the NPRM itself. The 296 )aragraphs pose literally hundreds of issues for comment and state

dozens of tentative conclusiors on the part of the Commission. Furthermore, the stated issues

overlap substantially and frequ,:ntly appear designed to suggest a particular result, even where the

Commission does not indicate it has reached any tentative conclusions on an issue. In fact, while the

stated purpose of the NPRM i to implement the requirements of the Act in concert with the State

Commissions, many of the pa, agraphs of the NPRM appear to be designed to elicit responses in

support of preemption of state practices.

In response to the difficillties posed by these numerous constraints, the Arizona Commission
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has elected to present its Comments within a relatively simple format, which we will now describe.

At the outset, the Arizona Commission is mindful that the purpose of the 1996 Act is accurately

represented in paragraph 1 of the NPRM as: to establish "a pro-competitive, de-regulatory national

policy framework" for the United States telecommunications industry. The 1996 Act recognizes that

it is not writing on a clear slate, but that the movement towards competition in the

telecommunications industry is; historical fact. Indeed, § 251 (d)(3) of the 1996 Act is explicitly

designed to preserve actions of I he states to implement competition. It provides as follows:

"(3) Preservatiol of state access regulations. - In prescribing and
enforcing regula! ions to implement the requirements of this section,
the Commission shall not preclude the enforcement of any regulation,
order or policy of a State commission that--

"(A) establishe..; access and interconnection obligations oflocal exchange carriers;
"(B) is consist ent with the requirements of this section; and
"(C) does not substantially prevent implementation of the requirements of this

section a ld the purposes of this part"

The Commission, of course, ree )gnizes the obligation imposed by this Section of the 1996 Act and

has included in the NPRM PanLgraph 157, which seeks comments from parties on the question of

interpreting § 251(d)(3) ofthe 1(;96 Act. Paragraph 26 of the NPRM advises that the Commission's

intent is to "adopt national ru)~s that are designed to secure the full benefits of competition for

consumers, with due regard to \\ ark already done by the states that is compatible with the terms and

the pro-competitive intent of tre 1996 Act."

With the requirements 0 .§ 251 (d)(3) and the Commission's intent as stated by paragraph 26

ofthe NPRM in mind, the Arizoila Commission's Comments will start with a fairly detailed recitation

of the actions that this State ( 'ommission has taken to foster competitive telecommunications in

5



Arizona Corporation CommissIon May 16, 1996 Initial Comments

Arizona. Our purpose in providing this description within the body of these Comments is twofold.

First, we would like the Commissil III to be cognizant ofthe great efforts and strides that have already

been made in Arizona towards inplementing the intent of the 1996 Act. Secondly, consistent with

the dictates of § 251(d)(3), we are providing these descriptions as guidance to the Commission

regarding areas in which the Co rnmission is expressly proscribed from imposing its dictates in the

form of rules that may be contePlplated under the NPRM.

The descriptions will, (f course, be responsive to certain issues raised elsewhere in the

NPRM. To the extent feasible, ve will relate our Comments back into specific issues raised by the

NPRM and will provide referencts to the paragraphs ofthe NPRM where we are able. However, the

Comments in their entirety are re·.ponsive to paragraph 157 and the Commission should take care to

fashion any final rule in such a manner as to allow the continued enforcement of the rules, orders and

policies described herein, as rec uired by § 251 (d)(3) of the 1996 Act.

In addition to the descri)ltions of specific actions taken by the Arizona Commission, we will

be providing a second type ofC< ,mment. Several paragraphs of the NPRM, most notably paragraphs

33 - 39, pose broad issues relating to the jurisdictional basis for, as well as the propriety of, the

Commission's proposed enac'ment of a set of preemptive national standards, applicable to both

interstate and intrastate aspe~ts of interconnection. The Arizona Commission's final area of

Comment will discuss the jurisd:ctional issues, as well as offering our Comment on the benefits to be

gained from the Commission' adoption of a flexible standard and thereby continuing to recognize

the local interconnection initiatives within states that have undertaken such a process.

In sum, the Arizona CJmmission offers Comments intended to convey two basic messages
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to the Commission. The fir;t can be stated as a description of the efforts to promote

telecommunications competitionvithin our state, which we believe the Commission should recognize

and is, in fact, prohibited from pr,:empting. The second consists oflegal and policy reasons why the

Commission should take care t ) foster, rather than stifle, further state initiatives in support of the

purposes of the 1996 Act.

II. ARIZONJ\'S PRO-COMPETITION ACTIONS TO DATE

The Arizona Commissi(n wishes to emphasize by these Comments that neither the NPRM

nor the 1996 Act itself should be viewed as writing on a blank slate. In several of its paragraphs the

NPRM references state actions tIlat have been taken to foster local competition. The context of these

references is generally to provic' e examples of the nature of requirements that the Commission may

consider implementing as natiom,1standards. The NPRM seeks input regarding state actions for three

general purposes: (1) to provide examples of possible resolutions of issues, (2) to serve as potential

models for national standards, ard (3) to identify state actions which may be contrary to the purposes

of the 1996 Act.

The Arizona COmmiSSiOl provides the following description of our pro-competition activities

with a view to satisfying the Corlffiission' s interest in informing itself on the topic of possible means

of resolving issues, as well as to provide the Commission with knowledge of the actions of the

Arizona Commission which al e subject to preservation under § 251 (d)(3) of the 1996 Act. The

resolution of issues that is evidt·nced by the Arizona Commission's actions may well be used by the

Commission in fashioning natioral standards. However, the Arizona Commission would caution that

our proceedings have been ge, red to fostering competition in Arizona and it is not clear to us that
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national standards are necessaI) or appropriate as related to most issues of local competition.

Additionally, the Commission shculd be cautious in setting itself up as sole arbiter ofwhether state

actions are or are not pro-compe' ition in furtherance of the purposes of the 1996 Act.

The Arizona Commission s attentions began to focus on issues relating to local competition

during 1993. At that time, the An lena Commission determined to commence a process designed to

lead to overall regulatory refe rm of the Arizona telecommunications industry, including the

introduction oflocal competition The process was designed to include all industry segments, as well

as consumer groups, in hopes of achieving consensus or near consensus regarding necessary

regulatory reform.

The initial steps in furtherance ofthe Arizona Commission's process involved the creation of

three task forces, comprised of" ppropriate regulatory, industry and consumer representatives. The

task forces would gather info rmation, conduct workshops, receive comments and compile the

information into a usable rep,'rt format. The reports of the three task forces would form the

framework within which the An lOna Commission has acted to implement regulatory changes to foster

competition in Arizona.

The first of the three task force reports was concluded in February of 1994. It consisted of

an evaluation of the presenCf and extent of competition in the provision of telecommunications

services in Arizona as oftha1 time. The report compiled comments from numerous industry and

consumer sources and drew (Jnclusions as to the status of competition in a variety of markets for

telecommunications services n Arizona.

In April of 1994, the Stcond ofthe three task force reports was submitted to the Commission.
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This report was entitled "Public Policy Considerations and Telecommunications in Arizona". The

focus of this report was on pubbc policy considerations surrounding potential benefits and costs

related to the introduction of InraLATA competition and issues relating to Universal Service in

Arizona.

The third task force repor1 was submitted in September of 1994. This third report represented

both a compilation of the earlier reports and a blueprint to the future of regulatory reform in support

of competition. The title of t he report is instructive. The report was called "Implementing

Regulatory Reform in the Arizona Telecommunications Industry: Competition, Interconnection

Standards and Regulatory Oversi#lt". The three task force reports, when examined in their totality,

provided the Arizona CommIssion with extensive input into the issues to be considered in

implementing a new regulatory f amework in Arizona. The cornerstone of that regulatory framework

would be a timely and smooth tr msition to full competition in the local telecommunications industry

in Arizona.

The first direct outgrt Iwth of the Arizona Commission's task force approach was the

development of the Arizona Commission's Rules relating to Competitive Telecommunications

Services (the "general compel ition rules"). The rules were compiled at the end of 1994 and were

adopted by the Arizona CommlSsion in June of 1995. The Rules are compiled at A.A.C. RI4-2-1101

et. Seq. and a copy is attacred to these Comments as Exhibit 1. The general competition rules

provide a regulatory framew )rk for the provision of competitive telecommunications services in

Arizona. Specifically, the rulc~s establish certification requirements for both existing and incoming

providers of competitive tele~ommunications services, pricing guidelines, rate change procedures,
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equal access requirements, intenonnection requirements, universal service guidelines and service

quality guidelines. These rules a 'e plainly within the ambit of § 251(d)(3) of the 1996 Act, in that

they establish access and interconr'ection obligations oflocal exchange carriers (LECs), are consistent

with the requirements of § 251, and do not substantially prevent implementation of § 251 and the

purposes ofthe 1996 Act. Attac led as Exhibit II to these Comments is the list of 131 reseBers and

9 LECs which have applied for certificates of convenience and necessity pursuant to the Arizona

Commission's general competitio I rules. The Commission is invited to observe that the introduction

of local competition in Arizona s an ongoing process, not one which awaits starting.

The next definitive step n the inevitable transition from a non-competitive to a competitive

environment in Arizona local elecommunications was the process towards establishment of an

Arizona intrastate universal sen Ice fund. On April 24, 1996, the Arizona Commission adopted the

rules codified at A. A.C R14-. -1201 et. seq., which rules created the current Arizona Universal

Service Fund ("AUSF"). The AUSF rules are another outgrowth of the Arizona Commission's

general competitive telecommunications rules and the accompanying process. The AUSF rules

provide a mechanism which is intended to support the public interest in providing universal telephone

service in Arizona. As evidenced in Decision No. 59623 ofthe Arizona Commission, the AUSF rules

represent a near-consensus approach to the issue of ensuring the continued availability of basic

telephone service at reasonable' rates throughout Arizona. A copy of the AUSF rules is attached to

these Comments as Exhibit m

The Arizona Comrnissi, >n' s approach to the introduction ofcompetition has been to recognize

that it is a process that mu;t be pursued incrementally. Therefore, the Arizona Commission
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recognized that adoption ofgener,tl competition rules and commencement of the AUSF process were

only steps along the way, not the end of the process. Another step in that process was the filing, in

October 1995, ofa report developed by a newly convened InterconnectionlUnbundling Task Force.

The report consisted of Proposed Interconnection Rules developed by the industry components of

the InterconnectionlUnbundling Task Force.

The next definitive step n the process of developing local telecommunications competition

in Arizona was the adoption b~ the Arizona Commission of our IntraLATA Equal Access Rules

(equal access rules). The equal a;cess rules are compiled at AAC. RI4-2-1401 et. seq. A copy of

the rules is attached to these Comments as Exhibit IV. These rules are also plainly within the ambit

of § 251 (d)(3) of the 1996 Act md are subject to preservation thereunder. The equal access rules

effectuate the purposes of the general competition rules towards the objective of opening both

intraLATA long distance and Ie cal exchange markets to competition in Arizona. Under the equal

access rules, local exchange ca Tiers in Arizona are generally required to make intraLATA equal

access available in all central offie es no later than July I, 1996. In fact, as of April 20, 1996 the major

LEC in Arizona, US WEST, was required to provide intraLATA equal access to its customers under

the Rules.

Finally, the Commissipn should be aware of the Arizona Commission's continuing

commitment to the process )f conducting an orderly transition towards a pro-competitive

environment in the telecommum cations industry in Arizona. The latest direct Arizona Commission

initiative in this direction invoh es the activities surrounding adoption of proposed rules relating to

Interconnection and Unbundlin~ On January 11,1996, the Arizona Commission issued Decision
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No. 59483, which approved and set for public hearing a Notice ofProposed Rulemaking relating to

Telecommunications Interconnect 'on and Unbundling (the Interconnection Rules). It is anticipated

that the proposed rules will be adopted by the Arizona Commission on or before June 30, 1996. A

copy of the Arizona Commissi(,n's proposed rules on Telecommunications Interconnection and

Unbundling is attached to thes.' Comments as Exhibit V It is anticipated that the rules will be

codified as A.A.c. RI4-2-130 et. seq., and they are so identified in the attached Exhibit. The

Interconnection rules will gover 1 interconnection requirements as provided in connection with the

Arizona Commission's general c )mpetition rules. The Interconnection Rules plainly fall within the

ambit of § 251 (d)(3) of the 19911 Act and are subject to preservation thereunder.

Aside from the legal ar~ument which follows, this portion of the Arizona Commission's

Comments is intended to conVfY two primary positions to the Commission. First, contrary to the

general tenor of the NPRM, A izona is one of the states that has been very active in promoting

competition in our local telecor lmunications markets. The Arizona Commission has been actively

and aggressively pursuing a the roughly considered plan, intended to provide an orderly transition

from a non-competitive environn lent to a fully competitive environment in local telecommunications.

The Arizona Commission is mor,' than willing to participate as a partner in the Commission's efforts

to broaden this effort to inclUde interstate effects, in addition to the intrastate matters, which we

believe are well in hand.

Secondly, and perhaps nore importantly, the Commission should be advised that the Arizona

Commission believes that our f trorts, as related to intrastate access and interconnection standards,

are protected from preemption or other intrusion, under the provisions of § 251(d)(3) of the 1996

12
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Act. We have attempted to proviie a complete description of those efforts, including copies of the

relevant rulemakings, so that the :ommission is well aware of the magnitude of our efforts and the

extent to which the Arizona intnstate telecommunications industry is already progressing towards

a fully competitive environment. rhe Commission should exercise caution to ensure that its efforts

to foster competition do not re mIt in jurisdictional disputes that inhibit progress towards fully

competitive markets. The succeecing sections of these Comments are intended to further convey to

the Commission the rationale under which the Arizona Commission has been operating and support

our view that, while in certain reS1 lects national standards may be propounded to serve as guidelines

to the industry and to states v ith a less well developed competitive environment, the Arizona

Commission has established an er vironment which is conducive to fully competitive local markets as

required by the 1996 Act and the i\rizona regulatory environment should not be disturbed at this time.

III. FEDF RAL - STATE JURISDICTIONAL ISSUES

The NPRM contains St veral tentative conclusions reached by the FCC that raise serious

concerns regarding federal am state jurisdictional issues and reflect an unduly prescriptive and

preemptive approach. It is he Arizona Commission's position that the following tentative

conclusions are overbroad and unduly intrusive upon the interests of the states; they violate the spirit

and the intent of the Act.

The FCC has tentatively concluded that "Congress intended §§ 251 and 252 to apply to both

interstate and intrastate aspees of interconnection, service and network elements, and thus our

regulations implementing these provisions apply to both aspects as well." NPRM at paragraph 37.

The Commission has further tenatively concluded that it is inconsistent with the 1996 Act to assume
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that the FCC's role is to establisJ\ rules for the interstate aspects of interconnection and the state's

role is to arbitrate and approve i Itrastate aspects of interconnection agreements. Instead the FCC

believes that the jurisdictional rol·~ of the FCC and the states must be parallel because the 1996 Act

contemplates that states are to fo low the FCC's rules and because the FCC is required to assume a

State Commission's responsib lities if the State Commission fails to carry out its § 252

responsibilities. NPRM at parag ·aph 38.

Perhaps most unsettling j. the FCC's attempt to disregard the limitations ofFCC jurisdiction

that is found in § 152(b) of the Communications Act of 1934 ("Communications Act").. Section

152(b) states that

[N]othing in this chapter shall be construed to apply or to give to the
Commission junsdiction with respect to ... charges, classifications,
practices, services, facilities or regulations for or in connection with
intrastate communication service by wire or radio of any carrier . . ."
(Emphasis adde 1)

47 USC § 152(b).

Section 152(b) of the 1996 Act expressly denies the FCC jurisdiction with respect to intrastate

communications services. NOJ:,etheless, the FCC has tentatively concluded that Congress intended

for § 251 to take precedence (ver any contrary implications that are based on § 152(b). The FCC

takes the position that although ~ 251 applies to certain "charges, classifications, practices, services,

facilities or regulations for or n connection with intrastate communication service", it is no longer

the exclusive jurisdiction ofth~ state. NPRM at paragraph 39.

In promulgating the Tdecommunications Act of 1996, Congress had opportunity to amend

section 152 (b) ofthe Communications Act. Congress chose not to do so. Although Congress made
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broad wide-sweeping changes to he regulation of telecommunications, the dual regulatory approach

that has been in place for dec ades remains intact. The longstanding limitation on the FCC's

jurisdiction in matters ofintrastatt: telecommunications was unimpaired by the 1996 Act. The FCC's

tentative conclusion that § 25 takes precedence over any contrary implications in § 152(b) is

essentially an implied preempti( n. The FCC position is erroneous and contrary to established law.

The crucial issue in a pr,~emption analysis is always whether Congress intended that federal

regulation supersede state law. 1ouisianaPublic Service Comm. v FCC, 476 US 355,369, 106 S.Ct

1890, 90 L.Ed.2d 369 (198tl The US Supreme Court has consistently imposed a strong

presumption against preemptio1. In considering issues arising under the Supremacy Clause, the

analysis begins with the assumption that the historic police powers of the states are not to be

superseded by the federal act, l nless that is the clear and manifest purpose ofCongress. Cipollone

v. Liggett Group, Inc., 505 US 504,516, 112 S.Ct. 2608, 120 L.Ed.2d 407 (1992).

The United States Sup reme Court has upheld the jurisdictional rights of the states under

U.S.c. § 152(b), in a case W 1ere the FCC had asserted that nurturing "a brave new world of

competition" in the industry wcs at stake. Louisiana Public Service Comm' v. FCC, 476 U.S. 355,

106 S.Ct. 1890, 362, 90 L.Ee 2d 369 (1986). The issue in Louisiana was whether an FCC order

addressing the treatment of )lant depreciation associated with inside wiring precluded State

Commissions from using differe 1t depreciation practices in computing revenue requirements and rates

for intrastate services. Id. at 36 The FCC had asserted that federal displacement of state regulation

is justifiable when it is necessat) to avoid frustration ofvalidly adopted federal policies. Id. Relying

on §152(b), the Court rejecte( the FCC's argument, emphasizing that if an agency were permitted
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to expand its power beyond congressional limitation of its jurisdiction, the agency would have the

power to override Congress. M at 374.

The FCC's tentative (onclusion that § 251 is to take precedence over any contrary

implications based on § 152(b),hould be reversed. There is nothing in the 1996 Act that indicates

that such a reading is correct; the explicit language of the 1996 Act itself results in a contrary

conclusion. The preemptive and prescriptive approach of the NPRM is inconsistent with

Congressional intent.

The 1996 Act is replete with clear language that indicates that Congress did not intend to

usurp the states of their jurisd ction over intrastate telecommunications. Implied preemption is

specifically prohibited by §601()), which provides:

This Act and the amendments made by this Act shall not be construed
to modify, impair or supersede Federal, State, or local law unless
expressly so pre v'ided in such act or amendments.

Congress plainly intended that he FCC assert its authority in intrastate matters only in those areas

where the 1996 Act expressly ce rtfers jurisdiction. The Arizona Commission believes that the FCC's

tentative conclusion that it has bl 'en mandated to effectuate regulations for intrastate interconnection

is erroneous and illogical and v ould result in ineffective regulation.

Section 251 ofthe 1996 I\ct specifically addresses the intrastate development of competitive

markets and the intrastate issues that affect the local exchange network. A reasonable interpretation

of the § 251, when read in con 'unction with §§ 601 and 152(b), is that the states continue to have

exclusive jurisdiction over intrastate concerns, unless there is a clear delegation of authority to the

FCC in the language of the 996 Act. The FCC has been delegated such authority in those
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circumstances where it may not le technically feasible or effective to implement on a state-specific

basis because of the effect on th,~ national network. Examples of these circumstances are number

portability, § 251 (b)(2), and numbering administration, § 252 (e).

The Arizona Commission's position is further buttressed by the language of § 251(d)(3),

which states'

In prescribing and enforcing regulations to implement the
requirements of 1his section, the Commission shall not preclude the
enforcement ofany regulation, order or policy of a State Commission
that -

(A) establishe~. access and interconnection obligations of local exchange carriers;
(B) is consistent with the requirements of this section; and
(C) does not substantially prevent implementation of the requirements of this

section aId the purposes of this part.

It is patently evident that Congref s intended that the states maintain jurisdiction in the development

of local competitive markets.

It is clear from the mmdates of § 252, which addresses procedures for negotiation,

arbitration, and approval of interconnection agreements, that Congress understood both the

importance ofthe interconnection agreements and the necessity for those agreements to be negotiated

at the local level for the implemer tation of competitive telecommunications markets to succeed. To

attain effective telecommunicati ms competition, it is crucial that competitors must have the ability

to be connected with one anothl r on neutral terms. Interconnection arrangements may be complex

and costly, both technologically md administratively, and will involve a variety of issues unique to

the service area. The key t) successful interconnection is the interconnection agreement.

Congress has recognized 'he importance of establishing interconnection agreements, and has
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specifically mandated that the st ltes take responsibility in this area. The State Commissions must

determine charges for interconn{ction and network elements, transport and termination, § 252(d),

and must approve any interconnection agreements. § 252(e) In addition, State Commissions must

participate in the negotiations c f the agreements at the request of any party at any point in the

negotiations and must mediate at y differences that arise in the course of negotiations. § 252(a)(2).

If parties to a negotiation cannot ,rrive at an agreement, any party may petition the State Commission

to arbitrate. § 252(b)(l).

In reviewing interconnection agreements adopted by negotiation or arbitration, a State

Commission may reject an agreement that discriminates against a telecommunication carrier not a

party to the agreement, or if the i nplementation ofsuch an agreement is not consistent with the public

interest, convenience and necessi' y or if the agreement does not comply with § 251 of the 1996 Act.

§ 252(e)(2). Furthermore, the 1('96 Act specifically allows State Commissions to establish or enforce

other requirements of state law including requiring compliance with intrastate telecommunications

service quality standards. § 25 ~(c)(3).

The Arizona Commissi01 is concerned with the unduly preemptive tone of the NPRM in this

docket. Moving forward into th,~ brave new world ofcompetition in the telecommunications markets

is best approached by a cooperative effort of the FCC and the states. In general, the Arizona

Commission urges that the FCC promulgate broad, flexible guidelines that the states may implement. 1

It is far too ear y for the FCC to make the determination that states will fail to
comply with their mandatory ('uties under the statute. However, ifthis is a concern to the FCC,
the Arizona Commission recc mmends that the FCC develop national default standards, explicit
rules by which the FCC will al t if the state forfeits its jurisdiction to the FCC by failing to act.

18
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A "one size fits all" approach of specific, detailed national rules and standards may stifle innovative

ideas and may displace pro-corrpetitive standards that many states have already put into effect.

Displacement of state regulatior s could result in a traffic jam on the information superhighway,

causing delay, confusion, uncertail !ty and unnecessary regulatory conflict. The public interest is best

served by allowing a variety ofapl ;roaches in the initial implementation of competitive markets. This

approach allows states the necess, ry flexibility to deal with the unique geographic, demographic, and

technological conditions of their telecommunications service areas.

IV. CONCLUSION

It should be clear to the Commission from the body of these Comments that the Arizona

Commission has been active fOl several years in promoting competitive local telecommunications

markets in the state ofArizona. I is equally clear that the 1996 Act intended to preserve the benefits

of actions such as those undetaken by the Arizona Commission. Nevertheless, the Arizona

Commission perceives some pl1tential benefit to the development of a national pro-competitive

regulatory framework may be fm,nd from the Commission's adoption of either national standards to

be applied in the event states fai' to act, national standards to be applied to the interstate aspects of

certain ofthe issues raised under his NPRM or national standards within a limited arena within which

national standards may have ob} ~ctive merit. Included in this narrow scope would be certain issues

relating to number portability aJ lid numbering administration.

The Arizona CommissiOl respectfully submits that the Commission should give full effect to

these Initial Comments. Any rule(s) enacted as a result of the NPRM should be carefully crafted to

preserve the pro-competitive ~ffects of actions taken by the Arizona Commission, which are
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consistent with the purposes oftht 1996 Act and do not substantially prevent implementation thereof

The Commission should also be n-'mdful to maintain the established jurisdictional boundaries between

State and Federal jurisdictions, all to the benefit of an efficient national policy promoting competition

in local telecommunications rna rkets. Finally, the Commission should recognize the benefits to

competition from maintaining fk:xibility for the States to meet local needs dictated by geography,

population or demographics 'he NPRM, as written, does not meet these requirements. The

Commission should take care thlt any final rulemaking does so.

Respectfully submitted,

~c~~
Christopher C. Kempley, Assistant ehie Counsel
Deborah R. Scott, Staff Attorney
Arizona Corporation Commission

Legal Division
1200 West Washington
Phoenix, Arizona 85007
(602) 542-3402

Dated: May 16, 1996
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Exhibit I

subject to the review of the Commission and any variation or
exemption granted shall require an order of the Commission. In case
of conflict between these rules and an approved tariff or order of the
Commission. the provisions of the tariff or order,hall apply.

Historical Note
Adopted effective November 2,1993, under ,! coun-ordered

exemption as determined by the Arizona Corporation Commission
(Supp. 93-4).

ARTICLE 11. COMPETITIVE TELECOMMUNICATIONS
SERVICES

Editor's Note: The Arizona Corporation Commission 1uJs
determined tlwt the following SectWn is aemptfrom the AJtomey
General certijication provisions of the Arizona Administrative
Procedure Act (AR.S. §41.1041) by a courtortltr(State ofA.ri:t,ona
P. Arizona Corporation CQmmission, 114 Alit Adv. Rep. 36 (CL
App. 1992».

Rl4-2·1101. Application of Rules
These rules shall govern the provision of competitive, intrastate
telecommunications services to the public by tdecommunications
companies subject to the jurisdiction of the Arizona Corporation
Commission. Unless otherwise ordered by the Commission, these
rules shall not govern the provision of service by independently or
localexchange carrier-ownedpaytelephones(COPTs)andalternative
operator service (AOS) providers, which shall insteadbe governedby
Articles 9 and Article 10 of this Chapter, respectively. The provision
of local exchange service also shall be governed by Article 5 of this
Chapter, to the extent that Article is not inconsistent with these roles.

Historical Note
Adopted effective June 27, 1995. under a court·ordered exemption

as determined by the Arizona Corporation C )mmission (Supp.
95-2).

Ed;.ror's Note: The Arizona Corporation Commission 1uJs
determined tJuIt the following SectWn is exemptfrom the AJtomey
Ge1U!ral certijkation provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a courtorder(State ofA.ri:t,ona
P. Arizona Corporation Commission, 114 Am;. Ad}'. Rep. 36 (CL
App. 1992».

Rl4--2-1102. Definitions
In this Article, unless the context otherwise reluires. the following
definitions shall apply:

1. "Arizona Corporation Commission ' or "Commission."
The regulatory agency of the statt of Arizona having
jurisdiction over public service corporations operating in
Arizona

2. "Bona Fide Request" A written request submitted by a
telecommunications company to a l,xal exchange carrier
for intraLATA equal access servicelr for interconnection
arrangements.

3. "Cemral Office." A facility within I telecommunications
system where calls are switched and which contains all the
necessary equipment, operating arr:mgements, and inter
face points for terminating and interconnecting facilities
such as subscribers' line and interoffice trunks.

4. "Competitive Telecommunications Service." Any tele
communications service where cwtomers of the service
within the relevant market have >r are likely to have
reasonably available alternatives.

5. "DocketControl Center." The Comnlissionsectionrespon
sible for the acceptance and processing of all applications
and other filings, and for official rt cord maintenance.

6. "Equal Access." An arrangement where a local excbange
companyprovidesalltelecommunicationscompaniesoper
ating in anequal access centraloffice with dialing arrange
mentsandotherservicecharacteristicsthatareequivalentin
typeandquality towhatthelocalexchangecarrierutilizesin
the provision of its service.

7. "LocalExchangeCarrier." A telecommunications compa
ny that provides local exchange service as one of the
telecommunications services it offers to the public.

8. "Local Exchange Service." The telecommunications ser·
vice that provides a local dial tone, access line, and local
usage within an exchange or local calling area.

9. "Monopoly Service." Amonopoly service is any telecom
munications service provided by a telecommunications
company that is not subject to competition in the relevant
market. .

10. "PrimaryInterexchangeCompany" or"PIC." Thetelecom
munications company with whom a customer may presub
scribe to provide 1+10+ toll service, without the use of
access codes, following equal access implementation.

11. "Rate." Within thecontextofthis Article, this term refers to
the maximum tariffed rate approved by the Commission.
from which the competitive telecommunications service
provided may be discounted down to the total service
long-run incremental cost of providing the service.

12. "Relevant Marlcet" Where buyers and sellers ofa specific
service or product. or a group ofservices orproducts, come
togethertoengageintransaet:ions. Fortelecommunications
services, the relevant market may be identified on a
service-by-service basis,agroupbasis,and/orbygeograph
ic location.

13. "Staff." The staffofthe Arizona Corporation Commission
or its designated representative or representatives..

14. "Tariffs." Tbedocumentsfiled with the Commissionwhich
list the services and products offered by a telecommuni~
tions company and which set forth the terms and conditions
andascheduleofthe rates andchargesfor those services and
products.

15. "Telecommunications Company." Apublic service corpo
ration, as defined in the Arizona Constitution, Article IS, §
2. that provides telecommunications services within the
state of Arizona and over which the Commission has
jurisdiction.

16. "Telecommunications Service." Any transmission of
interactive switched and non-switched signs, signals. writ
ing, images, sounds,messages,data, orotherinformationof
any natUre by wire, radio, lightwave, or any other electro
magnetic means (including access services), which origi
nate and terminate in this state and are offered to or for the
public, or some portion thereof, for compensation.

17. '-rota! Service Long Run Incremental Cost." The total
additionaicostincurredbyatelecommunicationscompany
to produce the entire quantity of a service, given that the
telecommunications company already provides all of its
other services. Total Service Long-run Incremental Cost is
based on the least cost, most efficient technology that is
capable of being implemented at the time the decision to
provide the service is made.

18. "2-PIC Toll Equal Access." The equal access option that
affordscustomers the opponunity to selectonetelecommu
nications companyfor all interLATA 1+10+ toll calls and, at
thecustomer'soption,toselectanothertelecommunications
company for all intraLATA I +10+ toll calls.

19. "Unbundled," Disaggregationofthe localexchange carrier
network services.

(

Ai~.~;:
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Historic:al Note
Adopted effective June 27, 1995, under a court-.;,rdered exemption

as determined by the Arizona Corporation Conmission (Supp.
95-2).

Editor's Note: The Ari:oIllZ Corporation Commission Juts
determilud that the joQowing Section is exemptfrom the AJIomey
General certification provisions oj the ArizoIllZ Administrative
Procedure Act (A.R.S. § 41-1041)by IIcourtorder (Stote ojAriz.oIllZ
P. ArizoIllZ Corporation Commission, 114 Ali: Adv. Rep. 36 (0.
App. 1992».

R14-2-1103. Certificates of Convenience a.nd Necessity Re
quired
All telecommunications companies providing intrastate
telecommunications services shall obtain a Certificate of
Convenience and Necessity from the Commission, either under this
Article,ifcompetitiveservicesaretobeprovidedor,underArticle5.If
the Commission determines that the servic,~ identified in an
Application filed under this Article are not competitive, the
Commission may nevertheless grant a Certiticar.e and authorize
provision ofthe serviceson anoncompetitiveb~ispursuanttoArticle
5.

Historic:al Note
Adopted effective June 27,1995, under a coun-ordered exemption

as determined by the Arizona Corporation ( ommission (Supp.
95-2).

Editor's Note: 1'he ArizOIllZ CorporalWn Commissum Juzs
determined that the joQowing Section is amptfrom the AJIomey
General certification proviswns oj the Arit.OIllZ Administrative
Procedure Act (A.R.S. § 41-1041) by IIcourtorder(Stote ojAriz.ona
v. Ari%oIllZ Corporation Commission, 114 Ariz. Adv. Rep. 36 (0.
App. 1992».

R14-2-1104. ~andedCertificates ofConvenience and Neces·
sity for TeleeommumcatioDS Companies with Existing Certifi·
cates; Initial Tariffs
A. Effective July 1, 1995, every telecommunications company,

except a local exchange carrier, that has reooved a Certificate of
Convenience and NecessityunderArticle 5,andthatprovidesor
intends to provide competitive, intraLAT·\. telecommunications
service shall file with the Docket Control Center ten copies ofan
Application to expand its existing Certificate of Convenience
and Necessity to provide competitive, intraLATA
telecommunications service. In suppor of the request for an
expanded Certificate of Convenienct and Necessity, the
Application shall, at a minimum, ilclude the following
information:
1. A description of the telecommunic,ations company and of

the telecommunications services itoffers orinteods tooffer.
2. The proper name and correct intrastate address of the

telecommunications company and
a The full name of its owner if ;a sole proprietorship,
b. The full name of each partne if a partnership,
c. A full list ofthe officers and d:rectors ifa corporation,

or
d. A full list of the members if a iimited liability compa

ny.
3. A tariff for each service to be provided that states the

maximum rate as well as the initial price to be charged, and
that also states other terms and conditions that will apply to
provision ofthe serviceby the telt< ommwlicationscompa
ny. The telecommunications rompany shall provide
economicjustificationorcostsUppJr!dataifrequiredbythe
Commission or by Staff
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4. Adetailed descriptionofthegeographic markcttobe served
and maps depicting the area.

5. Appropriate city, county and/or state agency approvals,
where appropriate.

6. Such other informationas the Commission or the Staffmay
request

B. As part of the Application for an expanded Certificate of
Convenience and Necessity, the telecommunications company
shall also petition the Commission for a determination that the
intraLATA service being provided or to be provided is
competitive, pursuant to the requirements ofRl4-2-llOS.

C. The Commission shall review the initial tariffs submitted by the
telecommunical:ions company and shall determine whether the
rates, tenDs, and conditions for the proposed services are
reasonable.

D. If it appears, based upon Staff review or upon comments filed
with Commission Docket Control Center, that a rate, term, or
condition of service stated in a tariff may be unjust or
unreasonable, ortbataservicetobeofferedby theapplicantmay
not be competitive, the Commission orStaffmay require further
information and/or changes to the application or to the tariff.

E. When theApplicationis submittedto theDocketControl Center,
it will not be filed until it is found to be in proper form. The·
telecommunical:ions company shall, no later than 20 days after
the Application is filed, publishlegalnoticeoftheApplication in
all counties where services will be provided. The notice shall
describe with particularity thecontents of the Applicationon file
withtheCommission. Interestedpersonsshallhave20days from
thepublicationoflegalnoticetofileobjectionstothe Application
and to submit a motion to intervene in the proceeding.

Historic:al Note
Adopted effective June 27, 1995, under a coun-ordered exemption

as determined by the Arizona Corporation Commission (Supp.
95-2).

Editor's Note: The ArizoIllZ Corporation Commission Juts
determined thDt the foUowing Section is aemptfrom the AlSomey
General certifi&lItion provisions oj the ArizOIllZ Administrative
ProcedureAct(A.R.S. § 41-1041) by IIcourtorder (Stote ofAriz.oIllZ
v. ArizOIllZ Corporation Commissron, 114 Ariz. Adv. Rep. 36 (0.
App.I992». .

Rl4-2-1105. Certificates of Convenience and Necessity for
Telecommunications Companies Offering Competitive Services;
Initial18rlffs
A. Effective July 1, 1995, every other telecommunications

company, excepta local exchangecarrier, thathasootpreviously
received a Certificate of Convenience and Necessity, and that
provides or intends to provide intrastate competitive
telecommunications services shall file with the Docket Control
Center ten copies of an Application for a Certificate of
Convenience and Necessity to provide competitive
telecommunical:ions services. In support of the request for a
Cenificate ofConvenience and Necessity, the Application shall,
at a minimum, include all the information required in
Rl4-2-l104(A)andshallalso includethefollowing information:
1. Adescriptionofthetelecommunicationscompany'stechni

cal capability to provide the proposed services and a
description of its facilities.

2 Information describing the financial resources of the
telecommunications company, including:
a. A cunent intrastate balance sheet,
b. A current income statement (if applicable),
c. A pro forma income statement, and
d. Comparable fmancial information evidencing suffi

cient financial resources.
3. AcopyofthePartnershipAgreement,Articlesoflncorpora

tion, Articles ofOrganization, JointVenture Agreement. or

Supp.95-2
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any other contract, agreement, or document that evidences
the formation of the telecommunications company.

B. An Application filed under subsection (A) of this Section shall
also.petition theCommission for adetermination that the service
being provided or to be provided is competitive under the
requirements of Rl4-2-1108.

C. AnApplieationfiledundersubsection(A)ofthis Sectionshallbe
subject to the provisions ofsubsections Rl4-2·1104(D) and (E).

D. In appropriate circumstances, the Commission may require, as a
precondition to certification, the procuremem ofa performance
bond sufficient to cover any advances or deposits the
telecommunications companymay collectfromitscustomers,or
order that such advances or deposits be held :.n escrow or trust.

Historical Note
Adopted effective June 27, 1995, under a court-<lrdered exemption

as determined by the Arizona Corporation Commission (Supp.
95-2).

Editor's Note: The Arizona Corporation Commission luis
determiMd tlurJ the following &ctWn is amrpt from the Attorney
General certifil;ation provisiDns of the Arizona Administrative
Procedure Act (A..R.S. § 41-1041) by tJcourtortkr (StlIU ofArizona
v. Arizona Corporation. CommissiDn, 114 Ariz Adv. Rep. 36 (0.
App. 1992)).

R14-2-1106. Grant or Certificate or CODvemence aDd Necessity
A. The Commission, after notice and hearing, may deny

certification to any telecommunications company which:
1. Does not provide the information reqUlfed by this Article;
2. Is not offering competitive services. as defined in this

Article;
3. Doesnotpossessadequatefinancialresourcestoprovidethe

proposed services;
4. Doesnotpossessadequatetechnicalcornpetencytoprovide

the proposed services; or
5. Fails to provide a performance bond, if required.

B. Every telecommunications company obtaining a Certificate of
Convenience and Necessity under this-uticle shall obtain
certification subject to the following conditions:
1. The telecommunications company shall comply with all

Commission rules, orders. and otherrequirements relevant
to the provision of intrastate telecommunications service.

2. The telecommunications company shall maintain its ac
counts and records as required by the Commission.

3. The telecommunications company shall file with the
Commission all financial and other reports that the Com
mission may require, and in aform and at such times as the
Commission may designate.

4. The telecommunications company sl1al1 maintain on file
with the Commission all current tariffs and rates, and any
service standards that the Commission may require.

5. The telecommunications company shall cooperate with
Commission investigations of customer complaints.

6. The telecommunications company shall participate in and
contribute to a universal service fund. as required by the
Commission.

7. Failure by a telecommunications company to comply with
any of the above conditions may result in rescission of its
Certificate of Convenience and Necessity.

Historical Note
Adopted effective June 27,1995, under a COlirt-ordered exemption

as determined by the Arizona Corporation :ommission (Supp.
95-2).

Editor's Not/]: The Arizona Corporation CommissiDn luis
determiMd thot thefollDwing SectWn is aemptfrom the Attorney
General certifil;tJtiDn provisiDns of the Arizona Administrative

Procedure Act (AR.S. § 41-1041) by tJcourtorder (SttJte ofAriz.ona
1'. Arizona Corporation Commission., 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

Rl4-2-1107. Application to Discontinue or Abandon Local
Exchange Service Area
A. Any telecommunications company providing competitive local

exchange service that intends to discontinue service or to
abandon alloraportion ofits serviceareashall file anapplication
for authorization with the Commission setting forth the
following:
1. Any reasons for the proposed discontinuance of service or

abandonment of service area;
2. Verificationthatallaffectedcustomershavebeennotifiedof

the proposed discontinuance or abandonment, and that all
affected customers will have access to an alternative local
exchange service provider;

3. Where applicable, aplanfortherefundofdepositscollected
pursuant to subsection Rl4-2-503(B);

4. Alistofallalternativeutilitiesprovidingthesameorsimilar
service within the affected geographic area.

B. When theApplicationis submittedto the DocketControlCenter.
it will not be filed until it is found to be in proper form. No later
than 20 days after the Application is filed., the
telecommunications company shall publish legal notice of the
Application inallcounties affectedby theApplication. Thelegal
notice shall describe with particularity the substance of the
Application. Interested persons shall have 30 days from the
publicationoflega!notice to file objections to theApplication, to
request a hearing, and to submit a motion to intervene in the
proceeding.

C. Once proper notice is effected and if no objection is filed., the
Commission may grant the application without a hearing.

Historical Note
Adopted effective June 27,1995, under a court-ordered exemption

as determined by the Arizona Corporation Commission (Supp.
95-2).

Editor's Note: The ~na Corporation CommissWn luis
thurmiIud t1uJt the following Section is taemptfrom the Attorney
Genertll ceTti.fieation provisions of the Ari:oIltJ Administratil'e
Procedure Act(A..R.S. §41-1041) bJ tJ courtorder (SttJteofArizona
1'. Arizona Corporation Commissum, n4 Ariz. Adv. Rep. 36 (0.
App.1992)).

R14-2-1108. Determination or a Competitive TelecommUDica
tioDS Service
A. A telecommunications company may petition the Commission

to classify as competitive any service or group of services
provided by the company. The telecommunications company
shallfile withtheDocketControiCentertencopiesofitspetition.
Thetelecommunicationscompanyalso shallprovidenoticeofits
application to each ofits customers, ifany, and to each regulated
telecommunications company that serves the same geographic
areaorprovidesthesameserviceorgroupofservices,oraservice
orgroup ofservices similarto the service or group ofservices for
which the competitive classification is requested.

B. The petition for competitive classification shall set forth the
conditions within the relevant market that demonstrate that the
telecommunications service is competitive, providing, at a
minimum. the following information:
1. Adescription of the general economic conditions that exist

which make the relevant market for the service one that is
competitive;

2. The number of alternative providers of the service;
3. The estimated market share held by each alternative

provider of the service;
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Edilor's Note: The Ari40na Corporation Commissum hils
determined tJuIJ the folJowing Section is aemptfrom the Attorney
General certification provisions of the AritofIQ. Administrative
Procedure Act (A.R.S. §41-1041) by a coW1ordlr (StaUofArizona
v. ArizofIQ. Corporation Commission, ll4 Ariz. AdJ'. Rep. 36 (CL
App. 1992».

R14-2-1111. Requirement for IntraLATA Equal Access
A. Each localexchangecarrier shall provide2-PIC tollequalaccess

where technically and economically feasible. and in accordance
with any procedures the Commission may order.

B. The sequence for implementation of intraLATA equal access
shall occur in the following manner.
1. In response to a bona fide request for intraLATA equal

access.alocalexchangecarriershallcompleteimplementa-

Supp.95-2

Editor's Note: The Arizona Corporation Commission 1uzs
determined thDt the folJowing Section is uemptfrom the Attorney
General certification provisions of tlu Aritona Administrative
Procedure Act (A.R.S. § 41-1041) by acoW1order (StaU ofArizona
v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992».

R14-2-1110. Competitive TelecommunicatioDS Services - Pr0
cedures for Rate Change
A. Telecommunications companies governed by this Article may

apply to the Commission for an increase in any rate for a
competitive service using the procedures set forth below. All
applications and supporting information shall be submitted with
ten copies and filed with Docket Control Center.

B. Inorder to increase the maximum tariffed rate for a competitive
telecommunications service, the applicant shall submit an
application to the Commission containing the following
information:
1. A statement setting forth the reasons for which a rate

increase is required;
2. A schedule of current rates and proposed rates and the

additional revenues to be derived from the proposed rates;
3. An affidavit verifying that appropriate notice of the

proposed rate increase has been provided to customers of
the service;

4. The Commission or staff may request any additional
information in support of the application.

C. The Commission may, at its discretion. act on the requested rate
increase with or without an evidentiary hearing; in an
expeditious manner.

Historical Note
Adopted effective June n. 1995. under a court-ordered exemption

as determined by the Arizona Corporation Commission (Supp.
95-2).

Corporation Commission - Fixed Utilities

B. Changing a Price. A telecommunications company governed by
this Article mayeffecta pricechange for a competitiveservice so
long as two conditions are met:
1. The changed price comports with the limitations stated in

subsection (A); and
2. The Commission is provided with concurrent, written

notice of the price change.
C. No Cross-subsidization. A competitive telecommunications

service shall not be subsidized by any rate or charge for any
noncompetitive telecommunications services. To insure that no
cross-subsidizationexists.eachcompetitivetelecommunications
service must provide revenues that equal or exceed the
company's total service long-run incremental cost of providing
the service.

Historical Note
Adopted effective June 27, 1995, under a court-ordered exemption

as determined by the Arizona Corporation Commission (Supp.
95-2).

Historical Note
Adopted effective June 27, 1995. under a COUlil-ordered exemption

as determined by the Arizona Corporation Commission (Supp.
95-2).

R14-2-1109. Pricing of Competitive Telel:ommUDications Ser
vices
A. Pricing of Competitive Services. Ie telecommunications

company governed by this Article moy price a competitive
telecommunications service at any level at or below the
maximum rate stated in the company" tariff on file with the
Commission, provided that the price for the service is not less
than the company's total service long-un incremental cost of
providing the service.
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Editor's Note: T1u Arizona Corporatum Commission has
determilud thDt the folJowing Section is uemptfrom tIur Attonuy
General certification provisions of the ~na Administrative
ProcedureAct(A.R.S. §41-1041) bya courtorder (State ofArizona
v. Arizona Corporation ColJUllission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992».

F.

4. Thenamesandaddressesofanyalternativ,~providersofthe

service that are also affiliates of the telecommunications
company, as defined in Rl4-2-801;

5. The ability of alternative providers to make functionally
equivalentorsubstituteservicesreadilyav'lilableatcompet
itive rates, terms, and conditions; and

6. Other indicators of market power, which may include
growth andshifts inmarketshare, easeofentry andexit, and
any affiliation between and among altern :ltive providers of
the services.

C. Alternatively, where the Commission has already classified a
specific service within the relevant market as competitive, the
petition shall provide the date and decisicn number of the
Commission order.

D. In any competitive classificationlroceeding, the
telecommunications company filing the petition, and any
telecommunications company supportingthe r~tion.shallhave
the burden of demonstrating that the service at issue is
competitive. Classification of the petiti1i)ners' service as
competitive does not constitute classification of any service
provided by another telecommunications company as
competitive. unless expressly ordered by the Commission.

E. The Commission may initiate classification proceedings on its
own motion and may require all regulated telecommunications
companies potentially affected by the classification proceeding
to participate in the proceeding. Inan Orderclassifying a service
as competitive. the Commission will specify whether the
classification applies to the service prov1ided by a specific
company or companies or to that servir e provided by all
telecommunications companies.
If the Commission finds that a telecommunications company's
service is competitive. the telecommunications company
providing the service may obtain a rate change for the service by
applying for streamlined rate treatment pursuant to RI4-2-111O.

G. Any finding by the Commission. pursuant to the provisions of
this Section. that a telecommunications service is competitive so
as to qualify for streamlined rate treatment;hall not constitute a
finding that the service is deregulated.

H. Any telecommunications service classified by the Commission
as competitive may sub~ently .'C reclassified as
noncompetitive if the Commission determines that
reclassification would protect the publicnterest. Notice and
hearing would be required prior to any reclassification. The
burden of proof would be on the party seeking reclassification.
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